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The Essential Employer 
Conversation Guide
Now that the Department of Labor has finalized the new overtime threshold of $47,476, 
employers should take action. As employers consider reclassifying employees and 
potentially changing compensation or hours worked, their ability to communicate 
effectively with affected employees will have a major impact on their organization.

As we detailed in Paycor’s 7 Step Guide to Mastering Department of Labor Updates, 
employers have several options to prepare when the regulation goes into effect on 
December 1, 2016. Depending on your course of action, your employees could perceive 
these changes to be negative.

This guide is designed to help employers manage challenging conversations  
with their employees.

  

The DOL 
overtime 
update 
could affect 
you in 
many ways
One employee alone could 
increase costs by $1,500 per 
year. Once you combine 
this with additional hours or 
employees, the costs increase 
dramatically. 

Managing your employees 
will be difficult, but Paycor 
can help!

According to Paycor data, 64% of 
businesses employ at least one employee who 

earns a salary of $47,476 or less a year. 

+ = $1.5k

The Impact to One Employee

1 Employee 
with a Salary 

of $40,000

1 Hour of 
Overtime (OT) 

per Week

Cost per Year 
(per Employee)

 

64%

This information is provided for educational purposes.  
You should seek specific legal advice before acting with regard to the subjects mentioned herein.

http://go.paycor.com/DOL-7-Step-Guide-Overtime-Regulations.html
http://go.paycor.com/DOL-7-Step-Guide-Overtime-Regulations.html


Raising Salaries to the 
Exemption Threshold

In many cases, this will be the easiest conversation to have with affected employees. If you 
pursue this option, it will likely result in a raise for affected employees. As announced in 
May 2016, the exemption threshold for employees classified as exempt under the executive, 
administrative and professional exemption is $47,476 a year. Exempt computer professionals 
who are paid on a salaried basis will also be impacted by this new threshold. 

Remember, if you choose this option, you will need to review the updated  
overtime threshold every three years and continue to raise salaries as needed.
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Options to Consider

1 Raise Salaries to the 
Exemption Threshold 2 Reclassify Affected 

Employees and Do Not 
Limit Overtime  

3 Reclassify and Prohibit 
Overtime without 
Authorization

Depending on the needs of your 
organization, each of these steps 
may require more information.



Reclassify Affected Employees 
and Do Not Limit Overtime  

If you don’t raise the affected employee’s salary to the new threshold, you will need to 
reclassify that employee as non-exempt. In many cases, the most cost-neutral option for 
employers will be to reclassify affected salaried exempt employees to non-exempt positions. 
If you choose to reclassify employees as non-exempt, you will have to decide how to handle 
their workload and set a new hourly or salary rate.  

One option is to allow them to continue to work the same number of hours they are used 
to working, even if that means they will receive overtime pay. Making sure you have a solid 
handle on how many hours your employees are working is critical to setting their new pay 
structure appropriately.

For personalized 
advice and guidance 
from a certified HR 
professional, sign 
up for Paycor’s HR 
On-Demand service.
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Reclassify and Prohibit 
Overtime without Authorization

Employers can also choose to reclassify affected employees as non-exempt and prohibit them 
from working overtime without authorization. This option will likely reduce the number of hours  
some employees work. This could be seen as a benefit, but it may also mean that affected 
employees cannot accomplish the same amount of work. If the employees can’t accomplish the 
necessary work inside of 40 hours a week, employers will need to redistribute that extra work to 
other part-time employees. 

10 Tips for Communicating  
with Your Reclassified Employees
Employees often see an exempt position as  
a benefit, either because of status or the fact  
that they can expect a consistent income.  
It is important that you have a communication 
plan for reclassified employees to ensure you 
reduce the likelihood for turnover and employee 
dissatisfaction. Below are 10 tips that you and 
your managers can use to help send a positive 
message about any reclassification.

1|  Come Prepared with the Data:  
To effectively make this change, you will 
need to understand the number of hours 
employees typically work. This will allow you to 
determine the hourly or salary rate you will use 
going forward. Employers may also consider 
paying reclassified employees on a fluctuating 
workweek basis under certain circumstances. 
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8 According to Paycor 
data, an average of 8 
employees per business 
will be affected.



2|  Meet with Affected Employees:  
If possible, have a personal conversation with 
each affected employee. If you are a smaller 
organization, you can likely have a consistent 
message for each employee. If you are a 
larger organization, you may need to educate 
your managers to deliver this news. You may 
also want to ensure that an HR representative 
is present with managers when delivering 
this information.

3|  Be Open and Honest:  
Your employees would want you to be 
transparent and honest about major changes 
affecting their compensation and role. Share 
the fact that new Department of Labor 
regulations are forcing you to review all jobs 
in your organization. Set the tone for an 
effective conversation by being honest.

4|  Try the “Sandwich” Technique:  
A common technique for delivering difficult 
news to employees is called the “sandwich” 
technique, where you provide positive 
feedback first, then share any negative 
information and end with another positive 
statement. This technique keeps the 
conversation positive, but you still need  
to be honest with employees about the 
updates to their position and the reason for 
the reclassification. 
 
 

5|  Provide Clear Next Steps:  
After you have shared these updates with 
an employee, make sure they understand 
the next steps. For example, when and what 
changes will occur within their current job? 
Do they need to sign any forms or change 
daily activities?

6|  Offer a Feedback Loop:  
Many of your employees will want to voice 
their opinion on this update. Whether it’s 
an email address or a survey, be sure to 
provide a channel where employees can 
share feedback for management to review. 
Being transparent and facilitating additional 
conversations with your employees will help 
reduce the likelihood for turnover. For some 
employees, you may want to schedule a 
regular touch base after job changes occur to 
ensure they are managing the change well.

7|  Sign Policies:  
All reclassified employees should receive 
updated job descriptions and any new 
policies they will need to begin complying 
with as a newly minted non-exempt 
employee. The employees will also need 
to acknowledge receipt of the new job 
descriptions and policies. Keep in mind that 
these employees will likely not be familiar 
with your policies on hours of work, breaks, 
late arrivals and early departures. They  
may not even know how to record their 
hours worked. 



Time & 
 Attendance

Accurately track and 
manage employee hours 

while providing an 
electronic audit trail for 

each employee.

Reporting & 
Analytics

Standard DOL reports, like 
the Employees Affected 
Report and Cost Neutral 
Report, help you gather 

the most important 
information in one place.

Perform  
HR

Manage employee  
records effectively with 

document signature.

How Can 
Paycor Help? 

HR  
On-Demand

Ensure you have accurate 
policies and employee 
documentation related 

to these updates and get 
help from a certified HR 
professional whenever 

you need it.

8|  Start Tracking Time:  
Affected employees need to have their 
hours tracked just like other non-exempt 
employees to ensure they are being paid 
for all hours worked. Employers will have 
to prohibit off-the-clock work. In addition, 
employers will have to make tough 
decisions about whether to allow at-home 
work by affected employees because it can 
be difficult to track and can easily lead to 
overtime hours. The easiest way to track 
hours is through an electronic time solution 
that allows employees to use their computer 
or a clock to punch in and out every day. 
If an employee works overtime without 
authorization, the employer may discipline 
the employee, but must still always pay 
overtime for the hours worked. 

9|  Help Prioritize:  
If you are going to prohibit overtime without 
authorization, affected employees will need 
to complete their tasks in fewer hours than 
before. If that’s not possible, then part-time 
employees will likely have to be assigned to 

perform the extra work. For employees who 
are used to working more than 40 hours per 
week, help them develop a prioritization 
plan and look for ways to be more efficient. 

10|  Be Positive:  
Whether or not you are going to prohibit 
overtime, be positive and sensitive to the 
fact that change is tough for everyone. And, 
if you are going to prohibit overtime hours 
without authorization, don’t forget that 
some employees may have been counting 
on or at least expecting overtime pay. In the 
end, explaining how their new pay structure 
benefits both them and the organization will 
help make for a smoother transition.

Visit Paycor.com/DOL  
for additional information and to  

download a comprehensive guide.

http://www.paycor.com/dol
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